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CABLES—KENTAV TORONTO. 


To the Shareholders of Kenting Aviation Limited 


I have much pleasure in presenting the audited balance sheet for the year 
ending 31st December, 1963. 


This is our first full year of operations since our Company became publicly 
owned, although a previous statement for the period September/December 
1962 was made available to you last year. We have therefore been able to 
show you comparative figures in the balance sheet, but not comparative 
earnings. 

The past year has been quite successful from most points of view and has 
reflected in good earnings. Our operating profits for the year, before taxes, 
were as follows: 


Survey Aircraft Division .......... $ 29,000 
CRATICH MOIVISION O RoScnteslincslontcess (178) 
PPEHCOPIEr DIVISIO ie enews: 16,323 

$105,145 


In addition you will note that we made a profit on the disposal of certain 
fixed assets of $94,343 which we have not taken up into surplus for reasons 
given below. 


At the beginning of 1963 we owned three Sikorsky S.55 helicopters which 
appeared in our books at $37,628 but which had a value of $250,000 to 
$300,000. Two of these aircraft were under contract in Greenland to a Danish 
Government Crown Corporation, who in turn made them available to the 
U.S. Air Force. The contract, which had run for some years, was to 
terminate in June 1963, unless renewed. 


Unfortunately due to changes in U.S. procurement policy it became 
impossible for the contract to be renewed with us. It was, however, extended 
to September 1963 and was then awarded to a U.S. company. The latter, 
however, lacked the required equipment and we therefore arranged to lease 
our two machines to them under a lease/purchase agreement. 


To meet air regulations it was necessary that these machines come under 
U.S. registry and they had, therefore, to be owned by a U.S. company. 
Accordingly we arranged for Hunting Mapping, Inc. of Rochester, N.Y. to 
purchase the two aircraft, paying for them with the lease payments as 
received. This accounts for the receivable of $129,742 from Hunting Mapping, 
Inc. shown in the balance sheet. 


In May 1964 our lessee has the option of purchasing the two aircraft by 
paying the balance of the monies owing, or of returning the aircraft to us. 
In the latter event lease payments become rental revenue rather. than income 
from disposal of assets. If the option is exercised we will then realize the 
profit of $94,343 now deferred. If on the other hand the aircraft are returned 
to us, we will then take into earnings lease payments and put the aircraft to 
work on another contract. Meanwhile we have considered it advisable to show 
the transaction in our books in the most conservative way possible. 
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In the light of the good earnings achieved we decided to make a dividend 
payment of 15 cents per share to all shareholders of record on February 25, 
1964. This payment has since been made. 


You will see from the balance sheet that during the year we added $213,831 
to fixed assets. This was mainly accounted for by three aircraft, a Beech 
Baron ($75,000) for the Charter Division, an Aero Commander ($82,123) for 
the Survey Division and a Canso Water Bomber ($97,921) for the Charter 
Division. We were able to pay for these through retained earnings, capital 
cost allowance and deferred payments ($50,000 to Field Aviation Company 
Limited and $71,250 to an aircraft acceptance corporation). 


The Company has three divisions. Progress by divisions is detailed below. 


SURVEY AIRCRAFT DIVISION 


This Division operates under a long term contract on behalf of Hunting 
Survey Corporation Limited. The contract calls for Hunting to pay all costs 
of the Division plus an annual fee. 


The Division has been active and in the last year carried out operations in 
Canada, Greenland, Denmark, Borneo, Timor, Chile, Argentina, Nicaragua, 
Guatemala and the West Indies. 


Operations for 1964 appear to be on a comparable scale to 1963 and some 
further modernization of the fleet will doubtless take place. 


HELICOPTER DIVISION 


The Helicopter Division owns a number of large helicopters. However it has 
arrangements for leasing additional machines as needed. For instance in 1963 
we placed in the Arctic on behalf of the Canadian Army two helicopters and 
two small machines, but having only one of our own aircraft uncommitted, 
we met the requirement through leasing but using our own crews. 


So far in 1964 our utilization has been good. We have had one helicopter 
flying from a ship in connection with sealing and our one available S.55 has 
had extensive use on various contracts for government and industry 
associated with fishery research. We expect to get this aircraft, plus others, 
usefully employed for the summer season. 


Our policy in this Division is to seek long term contracts which in turn 
would justify the acquisition of new equipment. We have under active 
discussion several such prospects, both in Canada and abroad, certain of 
which are likely to come to a head in 1964. I expect, therefore, to see this 
Division profitable once more in 1964 and with its earnings expanding in 
future years. 
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CHARTER DIVISION 


This division came into being in 1963 with the acquisition of a Beech Baron. 
It represents, perhaps, the main growth area of the Company. 


Having operated all over the world, Kenting’s crews have built a very wide 
experience of operating conditions from the Arctic to the Tropics. This 
experience we are able to offer to those requiring executive charter services. 


We have three main services to offer. First, where a client has a year-round 
requirement for an aircraft we will provide it, crew it and take all manage- 
ment responsibility. Normally we can save the client money and worry. 


Second, we provide short term charter services. For instance our Beech 
Baron carries four or five passengers at about 12 cents per passenger mile. 
Since we take off and return to suit the charterer, and can go to airports not 
served by airlines, we can save a great deal of time at rates not too 
significantly higher than the airlines. 


Our business on this side is growing every month. To operate profitably we 
must exceed 35 hours of charter per month for each aircraft. We are already 
past this level and expect the growth to continue. We are now seeking clients 
who will guarantee us a minimum number of hours per year, for which they 
receive priority. In this way we hope to add aircraft progressively with the 
required revenue already assured. 


Third, we provide Canso water bombers for forest fire fighting (see outer 
cover). This is an activity which is still in its infancy and will provide major 
economies in the costs of fire suppression in the future. 


During 1964 we expect to operate one, possibly two, of our water bombers 
on behalf of provincial governments. We expect this year to prove the 
technique convincingly, so that in 1964 we can enlarge our fleet with 
supporting contracts from various governments. 


Conclusion 


I look on 1964 as a year during which we will lay the foundations for the 
future growth of our Company. It should be a satisfactory year with good 
earnings, but I would not expect significant growth until 1965. 


We are fortunate in having excellent staff and I would like to record my 
thanks for their contribution to our good results in 1963. We also have a 
Board of Directors with wide interests who are devoting much time and 
energy to planning the future success of the Company. At an operating level 
we have good management and J believe that you can feel confident that your 
Company is in good hands. 


D. N. KENDALL, President. 
April 3rd, 1964 
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Balance Sheet a 


AS) Ob ee 1963 1962 
CURRENT ASSETS: 
Cash -....ssccaccaccddivssscassabariveeconeibies Meesas otoancanindece slighotens hes Sheep ecu tle eesar Caren ete tna emma $ 65,860 $119,649 
Accounts receivable— 
Trade eset ccasecsssscnsedsgronenncevanapemstoncde covteotatancsce tact seas emee te he nee te ee eee 34,767 114,622 
Associated companies— 
Hunting Survey Corporation Lintited (ogee eee 114,970 61,571 
Hunting. Mapping Tn... csccseccesceprszetsnsonconcecnantusaseseacead (ovedca deogeeucneneageaeeeeneaeme 129,742 — 
Other in se jnesecsseaseschcycate one vzeaeboce ee scue te els OU toca AER a gta ae ee 135315 18,067 
Inventory of fuel and other'supphesat cost 7c eee 9,171 34,546 
Prepaid, EXPENSES: .2.sesccceccleesere eco Nocatee ae ane centre een ee Tt 31,838 38,427 


$399,663 $386,882 
AIRCRAFT ENGINES AND SPARES: (including overhaul costs) 
Engines in service in aircraft at cost less amortization— 


SUPVGY: QIFCTAlE c.ees voter tonccrsseasenes reorient oe $ 51,564 $ 35,399 
HEHGCOPters 0:23 avstee, oss ctie poctevn cuss tances interme te eat ase eestene cnt reese ket teen 4,556 14,500 
Engines not in service and major spares and components at cost— 
SUIVEY BINCLALLE (irises ecicrtecochecerateasites coltesecsutyaccertieel erent aes nena atnee enna 31,828 39,963 
FIELICOPLETS | ois siiaevessessusooastve ven dunacteroumacsscacedes cares tetces tas oxsend avert ty ae 43,095 43,991 
$131,043 $133,853 
FIXED ASSETS: Cost Depreciation 

Survey alrcralt tiie er ee $475,111 $271,730 $203,381 $144,321 

Charter aircratt:.. 272 ee eee eee 189,001 7,146 181,855 — 
Helicopters..3:)125 eee ee ee 136,646 124,103 12,543 37,628 
Operating equipment. 2.274. enn 20,663 11,297 3,366 5,365 


$821,421 $420,276 $401,145 $187,314 
$931,851 $708,049 
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Auditors Repori 
To the Shareholders « 


We have examined the balance sheet of Kenting Aviation Limited as a 
the year ended on that date and have obtained all the information and ex 
accounting procedures and such tests of accounting records and other : 

In our opinion, and according to the best of our information and © 
accompanying balance sheet and statement of profit and loss and earne 
state of the affairs of the company as at December 31, 1963 and the results 
accepted accounting principles applied on a basis consistent with that of 


APRIL 3, 1964 
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| December 31st 


Dela Diletta lS 1963 1962 
CURRENT LIABILITIES: 
PCC OUMMES a VE RECA CO ACCTUAIS accccctenss<isthncsessts io-veyoe teanckssesctprateie Mestvascevaisans sites $118,020 $198,637 
BOCES LARC SAD AV AE Merl cerca en cevtri tes catasintannrinias Tas vardurcaseenecatescotesteosstestvorsceh seis ive 4,297 — 
Amount owing to Field Aviation Company Limited 
HAS SOC TAO COMISAILY)) tis corer areeee ar ticg eV sesdose casas saps adeese ivedr a4stcousevsonbeseheptancoas 50,000 — 


$172,317 $198 637 
‘LONG TERM DEBT: 


10% Conditional sales contract due September 20, 1968.0... eeeeseeeeeee $ 71,250 — 
Less—Instalment due within one year 

shown under accounts payable and accrualls.............:ccscssscsesessscassessseesseos 15,000 — 

$ 56,250 — 


UNREALIZED PROFIT ON SALE OF FIXED ASSETS: 
CUS EOS PFA ap! ee Sol = BRS Fo ale OB a cS Ce. ROR oO ee ee $ 94,343 — 


SHAREHOLDERS’ EQUITY: 
Capital Stock— 
100,000 shares of a par value of 50¢ each 


CAutiOrized. 400,000 snares) CNOCE TL yee ciiyaictaicoceesesSta cossessucsncseodssserevectens $ 50,000 $ 50,000 
AUC IA Te SLUR LUN Slice cae van arate ck teen (heen ulate tatsy chee. artcns artes sheds ah eeles aout ss uttueet vuauasteebeae ys 220,000 220,000 
Patiecuist PMISuAeL SLALCINENL AtLACNOC...140.2.5...ss.cbesieheretiieredh deimenedackiduensn 338,941 239,412 


$608,941 $509,412 


Approved on behalf of the Board: 


D. N. KENDALL, Director 
A. F. SouTAr, Director 


$931,851 $708,049 


the Shareholders 


ing Aviation Limited: 


mber 31, 1963 and the statement of profit and loss and earned surplus for 
ions we have required. Our examination included a general review of the 
ting evidence as we considered necessary in the circumstances. 


planations given to us and as shown by the books of the company, the 
lus are properly drawn up so as to exhibit a true and correct view of the 
operations for the year ended on that date, in accordance with generally 
receding year. 

PRICE, WATERHOUSE & Co. 


Chartered Accountants. 
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Statement of Profit and Loss and Earned Surplus 
for the Year Ended December 31, 1963 


Survey Charter 
Aircraft Aircraft Helicopter 
Division Division Division Total 
Profit from operations before depreciation............ $72,895 $6,968 $77,424 $157,287 
WPCC b= DC DC CCIALION yess aves cecscses sus -cack sshsnacsencteesensdiveovees 43 895 7,146 1,101 52,142 
Profit before the undernoted items ...............c:scceee $29,000 (178) 76,323 105,145 
Deduct—Administrative and commercial EXPENSES. ..................ccssesssesccssseecesssosssncsecsssesaosencescscsees 9,653 
95,492 
Add: 
rrr ee ZOUt Olt SALC SOLS IS CC ASSEUS foc coyiestcds des osecdn ch nccose lnevvseeeowacec casinos solace deeileoaa Torinsuseagastesan’ 10,658 
a Ne OL ees ee nee ae os ues She cues cnaien ne Can cet cue bacnkdacsvecth cewsduduedteeabaroin 1,379 
12,037 
Profit before provision for income taxes 7 
MO EESEE SESE GIA Vie oe rte eh techs nausea eae Taser n na cae eva cuadanet efeded dens don sed eaed ncete st aectetiadaasesondecuseveunsseusete 107,529 
We CHACEE Ate VISION UINOLE OJ cele eee rece cceeca cattcanscosadssscsieas sundaes Sack tebe cndccsttonsteededecssassxceesvers? 8,000 
BPEL ONI CLO TAU: VOCAL. Cesar yict yee ee een dN ivi sccs ve ony ok ebe reais ete Ponte tcaknnpauenitedbaaees dei saareeroneanies 99,529 
RSE RCO SUL IS AL COMIN OL VGAE tose Marts se ysl satded cost lots casas ts tagelyyaarokanddiedetusipivustasdvosa slats’ 239,412 
PAE CCURSTLE IES ALO NIOTGIE VOCAL ie itera cee sarc atennen dso yap tacts Bas trdec ogo ascovarevi ives ue api Uapiestvawviniaxeyneedess eoube $338,941 
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Notes to Annual Accounts 


DECEMBER 31, 1963 


1. On June 13, 1963 the directors granted options to purchase shares of the company to certain 
senior personnel as follows: 


(a) 2,500 shares at $6.50 per share expiring December 31, 1964. 
(b) 2,500 shares at $7.50 per share expiring December 31, 1965. 


2. On September 25, 1963 the company sold two helicopters to Hunting Mapping Inc., an 
associated company, who entered into a lease- purchase agreement with another United States 
company. The option to purchase expires May 15, 1964. At the time of sale Kenting Aviation 
Limited was given an option to August 1, 1964 to repurchase the assets from the associated 
company at the sale price less lease payments received. Hunting Mapping Inc. gave the 
company a non-interest bearing promissory note for the total purchase price of the aircraft 
payable from rental payments received under the lease agreement. 


In view of the option agreements referred to above the company at December 31, 1963 deferred 
the profit on sale less that amount of deferred profit realized through the receipt of lease pay- 
ments which are set out in the statement of profit and loss. 


3. The company has agreed to place its entire survey fleet at the disposal of Hunting Survey 
Corporation Limited until December 31, 1966, for which Hunting Survey Corporation Limited 
has agreed to pay: 


(a) all costs of operating the Survey Aircraft Division including applicable management salaries 
and other overhead expenses; 


(b) depreciation on the aircraft in the survey fleet on a straight line basis at the rate of 20% 
per annum on the net book value of aircraft on hand at September 1, 1962 and on cost of 
any aircraft acquired after that date; and 


(c) $25,000 per year plus additional fees to be negotiated. 


4. Salaries and other remuneration of salaried directors, executive officers and counsel and 
solicitors’ fees amounting to $13,000 have been deducted in the statement of profit and loss. 


5. For income tax purposes, the company intends to claim capital cost allowances of $62,000 
in excess of depreciation recorded in the accounts thereby reducing income taxes otherwise 
payable for the year by approximately $32,000. 


The accumulated reduction in income taxes payable to December 31, 1963 in respect of capital 
cost allowances claimed for income tax purposes in excess of depreciation recorded in the 
accounts amounted to approximately $63,000. 
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